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SW FT, Judge: This case was heard pursuant to the
provi sions of section 7463 of the Internal Revenue Code in effect
when the petition was filed. Pursuant to section 7463(b), the
decision to be entered is not reviewable by any other court, and
this opinion shall not be treated as precedent for any other

case.
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The issue for decision is whether petitioner is entitled to
relief fromjoint and several liability under section 6015(f)
wWith respect to Federal inconme tax liability for the year 2000.

Unl ess otherw se indicated, all section references are to
the I nternal Revenue Code.

Backgr ound

Sone of the facts are stipulated and are so found.

At the tinme the petition was filed, petitioner resided in
Nevada.

Bef ore 1991 petitioner married Stephen Brown (Brown).
During the 1990s Brown and petitioner worked in real estate in
Florida, California, and Hawaii .

Brown and petitioner had two children, but Brown was
unst abl e and abusive. Brown had problenms with al cohol and at
times would grab or hit petitioner and threaten to take the
children away from her.

In 1999 Brown and petitioner noved to Nevada for new
opportunities in real estate. 1In 2000, the year in issue, Brown
and petitioner worked in Las Vegas for two tine-share conpanies
for both of which Brown was the sal es manager and petitioner was
a sal esperson worki ng under Brown. As manager Brown woul d
recei ve petitioner’s occasional conm ssion checks for

distribution to petitioner, but Brown would not give the checks
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to petitioner except to obtain her endorsenent. Brown would then
take petitioner’s checks and cash or deposit themas he saw fit.

I n Septenber 2000 Brown and petitioner had a najor
altercation at their hone, and police were called. Wen
petitioner arrived at work the next norning, Brown prevented
petitioner fromentering the office. Brown and petitioner
separated, and Brown effectively prevented petitioner from
wor ki ng the remai nder of 2000.

In 2001 petitioner again went to work for the sane real
estate conpany but not under Brown’s supervision and in a
separate departnent and buil ding from Brown.

In January 2002 Brown and petitioner were divorced.
Pursuant to the divorce decree, Brown was obligated to pay
petitioner $40,000. Brown, however, nmade only one $700 paynent
to petitioner.

As a result of Brown’s abuse of and threats nmade to
petitioner, petitioner was constantly in fear of Brown.
Throughout the marriage, petitioner had no access to any of the
famly’s financial accounts, and Brown paid all the bills.

Brown had the only key to the mail box, and Brown woul d not
all ow petitioner to pick up or read the mail. Brown was in tota
control of the finances relating to the marriage and the famly

i ncludi ng incone petitioner earned in her work.
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As a result of the abuse she experienced, the divorce, and
several serious accidents, petitioner’s physical condition is
poor. Petitioner takes nedication for her pain and anxiety, and
petitioner is not able to work.

At sonme point in 2001 Brown prepared or had prepared the
2000 joint Federal incone tax return. It included a Schedule C,
Profit or Loss From Busi ness, on which was reported a total net
i ncone of $20,918, a zero incone tax liability (after a $656
child tax credit), and a $2,956 self-enploynment tax liability.

Attached to the 2000 joint Federal inconme tax return was a
Schedul e SE, Sel f-Enpl oynent Tax, on which the reported Schedul e
C net income of $20,918 was all ocated by Brown equal |y between
Brown and petitioner ($10,459 each), and accordingly a self-
enpl oynent tax liability was reported for Brown and for
petitioner of $1,478 each.

O her than to sign, petitioner did not in any way
participate in the preparation of the 2000 tax return, and
petitioner was not allowed to review the 2000 return before
signing it. Petitioner was not aware of the equal allocation on
the 2000 tax return of the Schedule C net income between Brown
and herself, and petitioner was not aware of the self-enpl oynent
tax liability of $1,478 reported by Brown for her.

On approxi mately Cctober 31, 2001, Brown filed the 2000

joint Federal incone tax return |ate.



- 5 -

In 2004, in connection with preparing and filing her 2003
i ndi vidual Federal inconme tax return, petitioner |earned of
significant unpaid joint Federal inconme taxes for 1991, 1997,
1998, and 2000 that Brown had never paid and about which Brown
had never infornmed her.

On Cctober 28, 2004, petitioner filed with respondent a Form
8857, Request for Innocent Spouse Relief, requesting relief from
joint liability for the outstanding Federal incone taxes for
1991, 1997, 1998, and 2000. Under section 6015, respondent
granted in full petitioner’s request for relief fromjoint
Federal incone tax liability for 1991, 1997, and 1998.

For 2000 respondent granted petitioner relief fromone-half
of the $2,956 reported sel f-enpl oynent taxes shown on the return
on the ground that half was attributable to Brown. Respondent,
however, determ ned that the other half of the reported $2, 956
sel f-enpl oynent taxes was attributable to petitioner’s taxable
incone and that relief therefromwas not warranted.

At the time of trial Brown continued to live in the hone he
had shared with petitioner before their divorce, and petitioner
lived in a notel and had custody of their daughter.

Petitioner’s father has been giving petitioner $500 per
nmont h. Because of petitioner’s nedical condition, petitioner is
not able to work. At the tinme of trial, petitioner was seeking

Social Security disability benefits.
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Di scussi on

Ceneral ly, taxpayers filing joint Federal incone tax returns
are jointly liable for taxes reported due thereon. Sec.
6013(d)(3). However, equitable relief fromjoint liability for
Federal incone taxes nay be available to a spouse when it would
be inequitable to hold the spouse liable. Sec. 6015(f)(1).

Rev. Proc. 2003-61, sec. 4.01, 2003-2 C.B. 296, 297, sets
forth seven threshold conditions which a taxpayer seeking
equitable relief fromjoint liability under section 6015(f) is
required to satisfy. Wth regard to half of the Schedule C
reported i ncone that Brown on the 2000 tax return attributed to
petitioner and with respect to which respondent has denied
petitioner relief fromself-enploynent tax liability, respondent
argues that one of the seven threshold conditions is not
satisfied; nanely, that the incone in question was “attri butable
to” petitioner. See id. sec. 4.01(1) through (7), 2003-2 C. B. at
297-298.1

Petitioner challenges respondent’s determ nation on the

ground that the $10,459 in question was earned by Brown, not by

'n describing, in part, the threshold condition in
guestion, Rev. Proc. 2003-61, sec. 4.01(7), 2003-2 C. B. 296, 297,
states: “The income tax liability fromwhich the requesting
spouse seeks relief is attributable to an itemof the [other]

i ndi vidual with whom the requesting spouse filed the joint
return”. The exceptions are: (a) Attribution solely due to the
operation of community property |law, (b) nom nal ownership; (c)
m sappropriation of funds; and (d) abuse.
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her, and that the $10,459 therefore was not attributable to her.
Petitioner al so challenges respondent’s determ nation on the
ground that petitioner qualifies for the abuse exception to this
seventh threshold condition. See id. sec. 4.01(7)(d), 2003-2
C.B. at 298. W agree with petitioner as to the abuse exception.

Regar dl ess of whether the $10,459 was attributable to
petitioner, on the basis of the record before us and on
petitioner’s credible testinony at trial we conclude that
petitioner qualifies for the exception under Rev. Proc. 2003-61
sec. 4.01(7)(d).? Brown’s control and abuse of petitioner was
extensive and establishes that petitioner for fear of Brown’s
retaliation and further abuse did not challenge Brown’s
preparation of the 2000 Federal inconme tax return, Brown’s
al l ocation of the Schedule C incone reported thereon equally
bet ween hinself and petitioner, or Brown’s allocation of the
sel f-enpl oynent taxes between hinself and petitioner.

Respondent al so determ ned that petitioner knew or had
reason to know that Brown woul d not pay the self-enploynent taxes
shown due on petitioner and Brown’s joint return. See Rev. Proc.
2003-61, sec. 4.02(1)(b), 2003-2 C.B. at 298. Respondent argues

t hat because of their difficult relationship and because

2Rev. Proc. 2003-61, sec. 4.01(7)(d), 2003-2 C B. at 298,
all ows the Conmi ssioner to grant equitable relief even though the
under paynment in question nmay be attributable in full or in part
to an itemof incone of the requesting spouse.
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petitioner, at the tinme she signed the 2000 joint return, knew of
the financial troubles of the marriage, petitioner should have
anticipated that Brown would fail to pay the reported self-

enpl oynent t axes.

We di sagree. Brown kept petitioner entirely in the dark
about the famly’'s finances, including the paynent or nonpaynent
of taxes. Brown did not allow petitioner to review any of their
financial records or tax returns. Brown exercised so nuch
control over the finances for such an extended period of tine
that petitioner had essentially no know edge of any of the
famly's finances or tax liabilities. W conclude that
petitioner has established that it was reasonable for her to
beli eve Brown woul d pay the self-enploynent taxes reported on the
joint 2000 Federal inconme tax return

Respondent al so determ ned that petitioner would not suffer
econom ¢ hardship if she were denied relief fromliability for
the $1,478 of 2000 sel f-enpl oynent taxes. See id. sec.
4.02(1)(c), 2003-2 C.B. at 298. Econom c hardshi p under Rev.
Proc. 2003-61, sec. 4.02(1)(c), exists if satisfaction of the
l[tability in whole or in part would result in petitioner’s
inability to pay reasonable living expenses. Sec. 301.6343-
1(b)(4)(i), Proced. & Adm n. Regs.

As noted, petitioner is living fromday to day, being

assi sted by her father and friends. Petitioner’s nedical
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condition prevents her fromworking and earning any incone. W
conclude that petitioner’s nedical condition makes it unlikely
that petitioner will be able to find enpl oynent.

The fact that petitioner’s father provides sone assistance
to petitioner is not particularly relevant to our econom c
hardshi p analysis. W conclude that denial of petitioner’s
request fromrelief would cause petitioner econom c hardship.

Because we conclude that it would be inequitable to deny
petitioner relief under Rev. Proc. 2003-61, sec. 4.02, we need
not reach the issue of equitable relief under Rev. Proc. 2003-61
sec. 4.03, 2003-2 C.B. at 298.

To reflect the foregoing,

Deci sion will be entered

for petitioner.




